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The Federation’s AGM will be held 
at 5.30pm 15 October 1998, RACV 
Club, Board Room, 3rd Floor, 123 
Queen Street, Melbourne. 

This will be followed by a dinner at 
7.00pm. At the dinner the inaugu- 
ral Co-operation Awards will be an- 
nounced for: 

• Co- operative of Year 

• Co-operator of Year 

• Co-operative Distinguished Service 

• Co-operator Distinguished Service 


Guest speaker at the dinner will be 
Rhonda Smith, a Commissioner of 
the Australian Competition & Con- 
sumer Commission to talk about co- 
operatives and competition. 

While co-operatives are inherently 
pro-competitive, there are challen g- 
ing issues about the legislation 
framework, interpretation and en- 
forcement of competition policy in 
Australia. On p 4 we have an opin- 
ion piece asking whether Australia’s 
competition policy is, in fact, anti- 
competitive. 
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The inaugural Sir John Monash Gold 
Medal for Agribusiness Co-operative 
Directors has been made to Ian Lang- 
don. 

The award was presented on 22 Au- 
gust 1998 at a dinner during the 
Monash University Agribusiness Co- 
operative Directors Seminar. 

The judging panel for the award was: 
Chairman Dr. Lawrie Dooley 
(Monash University), John Gill (Co- 
operative Federation of Victoria Ltd), 
Bill Schroder (Monash University), 
Jim Saunders (National Herd Im- 
provement Association), Doug 
Robertson (Freehill Hollingdale & 
Page) and Philip Streton (Rabo Aus- 
tralia). 

Ian Langdon is Chairman of Dairy 
Farmers (Australian Co-operative 
Foods Ltd). Ian is also a director of 
the Victorian fertiliser co-operative 
Pivot and Rabo Australia. It was his 
achievement at Dairy Farmers which 
won him the medal. During his 
Chairmanship, Dairy Farmer’s an- 


nual turnover has increased from 
$394 million to $1.1 billion and the 
profit increased from $1 million to $34 
million. At the same time, Dairy Farm- 
ers increased its milk price paid sup- 
pliers from one of the lowest to one of 
the highest in Australia. With sound 
profit retention policies and innova- 
tive member share investment pro- 
grams. The issued capital has in- 
creased from $9 million in 1990 to $93 
million today. 

There are five key selection criteria 
for the award: 

• Sustained and substantial contribution to the 
ideals of the co-operative movement. 

• Demonstrated leadership and policy innovation. 

• Contribution to sustained growth and profitability 
of a co-operative. 

• Demonstrated capacity to co-operate with internal 
and external stakeholders. 

• Demonstrated capacity to balance a market ori- 
ented, global vision while still meeting local mem- 
ber needs. 
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AUSTRALIA'S LARGEST CO-OPERATIVES 

BY TURNOVER 
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Source: The Top 500 Private Companies, Business Review Weekly, 27 July 1998. 

The list is compiled by IBIS and sponsored by Global One. It includes co-operatives, partner- 
ships, family businesses and unlisted public companies. Ranking is based on total revenue i. 
e. the private company with the number 1 ranking was Tattersall’s, with the highest turn- 
over of $9,852.0 million 


















































































DOES SUCCESS 
(GROWTH) LEADTO 
CORPORATISATION? 
John Gill 


The answer to this question is not necessarily yes, but in 
an economy dominated by investor owned companies 
there are subtle pressures pushing growing co-ops to- 
wards corporatisation. 

Co-ops start out with clear objectives to provide services to their members. A herd improvement 
co-op will be formed to improve the productivity of its members’ dairy cows. A retail co-op will 
be formed to provide value for money quality goods for its members. They are not formed to in- 
crease the wealth of investors nor, except in the case of worker co-ops, are they formed to pro- 
vide employment. 

The original directors understand and support these objectives, but over time they are often lost 
sight of and the objective of the dominant economic enterprise, the investor owned company 
takes over and profit becomes the overriding objective. 

Co-ops, of course, must manage their finances in a similar way as investor owned companies and 
make and retain profits to fund the replacement of obsolete and worn out plant, and growth in 
debtors and stocks brought about by increasing sales and inflation. The important difference is 
the emphasis on services and profits. Co-ops only need to make sufficient profit to maximise ser- 
vices to members. Investor owned companies only need to provide sufficient services to their 
customers to maximise the wealth of their investor owners. 

Directors and management need to understand the objectives of their co-op’s and test all man- 
agement decisions against those objectives. The application of the investor owned company pur- 
suit of profits can lead co-ops to branch out into activities totally unrelated to the provision of 
services to their members. The rationale for these investments is that the profits will improve 
the financial position of the co-operative and fund the services to members. However, the more 
profitable sectors of the co-op will likely attract more funds and management time, and eventu- 
ally, the provision of services to members may be neglected. 

Co-ops need to employ quality staff to remain viable, but sometimes the employment of a high 
powered Chief Executive from an investor owned company with no appreciation of the co-ops 
objectives will result in a co-op straying from it’s objectives unless properly directed by a strong 
board committed to the objectives. 

The strongest push to corporatisation comes from increasing capital needs which the members 
are unwilling or unable to provide. In these circumstances co-ops are starting to bring in outside 
investors. Initially these outside investors are in a minority with safeguards in place to ensure 
member control. However, tensions will arise through conflicting interests of members and in- 
vestors with a strong possibility that the outside investors will eventually assume control. These 
capital issues will be more fully explained in the next issue. 

If we want to save co-ops from corporatisation we must realise that they exist to provide ser- 
vices to members and educate the principal stakeholders - members and their representative di- 
rectors and employees - accordingly. 



jr -Hkr IS AUSTRALIA'S COMPETITION 
/\ \ POLICY ANTI-COMPETITIVE? 

c?l Jc? David Griffiths 


Co-operatives are competitive business enterprises - competing in the market for members and 
customers. 

Co-operatives are pro -competitive and do not seek protection from their competitors. Two fun- 
damental principles of co-operation reinforce this - voluntary participation and co-operative 
autonomy and independence. Co-operatives are committed to producer and consumer choice in 
providers and services. 

While embracing competition, co-operatives do have reason to suspect that competition policy 
in Australia is itself anti-competitive because it discriminates against co-operatives, as well as 
small and medium sized private business. 

Competition policy is not the invention of Australian, state and territory Governments. Competi- 
tion policy has been embraced throughout the world including Germany, Japan and the USA. 
Yet, there are significant differences in the framework, interpretation and enforcement of com- 
petition policy. 

In Japan and the USA, for example, agricultural co-operatives are exempt from anti-trust activ- 
ity. In Germany and the USA small and medium-sized businesses are permitted to form purchas- 
ing associations. 

In Australia, however, there are no block exemptions for co-operatives and small to medium- 
sized private enterprises. Instead, all three categories have to seek exemptions from the Austra- 
lian Competition & Consumer Commission (ACCC). 

The essence of the difference is a realistic versus an idealistic view of the market. Germany, Ja- 
pan and the USA recognise that individual small producers and consumers and small and me- 
dium-sized enterprises are structurally disadvantaged in the market and that through the for- 
mation of co-operatives and other associations they can increase their competitiveness against 
large investor owned companies. This is why there are block exemptions for co-operatives and 
small and medium -sized enterprises. 

In Australia, however, a case by case exemption application is necessary so that the ACCC can 
make a determination. Otherwise, it is idealistically assumed that small producers and consum- 
ers and small and medium -sized businesses are individual competitors and that when they form 
a co-operative they are engaged in anti-competitive behaviour. 

Competition policy in Australia, therefore, inhibits the competitiveness of small co-operatives 
and, indeed, discourages their development. There remains some protection for co-operatives 
under state and territory co-operative legislation. But, as the ACCC has warned in its publica- 
tion Rural guidelines and the Trade Practices Act (December 1997): 

“ Under the regulation review process, State and Territory Governments will review and may re- 
peal legislation that grants immunity from parts of the Trade Practices Act, leaving co-operatives 
facing the full extent of the Act,. In many instances, this will not pose a problem but members of 
co-operatives will need to assess their co-operative’s conduct and determine whether trade prac- 
tices issues arise.” ( p 13) 



AGRIBUSINESS CO-OPERATIVE 
DIRECTORS SEMINAR 

There were over 50 participants at the Agribusiness Co-operative Directors Seminar held at 
Monash Mt Eliza Business School, 22 - 23 August 1998. 

The Seminar was organised by Monash University in association with the Co-operative Federa- 
tion of Victoria Ltd. The initiators were Dr. Lawrie Dooley Ph.D. M.B.A. Agribusiness Programs 
Director, Monash University, and John Gill, a director and former Chairman of the Co-operative 
Federation of Victoria Ltd. 

Participants from all states and New Zealand represented a wide range of agricultural activities. 
Some of the co-operatives represented at the seminar were: 

• Bonlac 

• Consolidated Herd Improvement Services Ltd 

• Co-operative Bulk Handling, WA 

• Dairy Farmers Group 

• Genetics Australia 

• Grain Pool of WA 

• Kiwi Co-operative Dairies, N.Z. 

• Murray Goulburn 

• Pivot 

• Rupnorth 

• Snowy River Seed Co-operative 

• Southern Energy Co-operative Ltd 

• United Farmers Co-operative, WA 

• Warrnambool Co-operative Society Ltd 

• South West Irrigation Asset Co-operative, WA 

The seminar produced the greatest assembly of agricultural co-operatives seen in Australia for 
many years and provided a forum for the exchange of a wide range of views. Participants were 
impressed by the excellent facilities of the Monash Mt. Eliza business school, set in beautiful gar- 
dens overlooking the sea, and by the professional conduct of the seminar by the Monash staff. 

So successful was the seminar that the Federation and Monash are considering making it an an- 
nual event and possibly bringing in overseas speakers. One of the matters which will be consid- 
ered is the date to suit the seasonal work loads of agriculture. 


The following abstracts provide an overview of the papers presented at the seminar: 

Graham Rogers (Pro-Ned Board Consultants) spoke on excellence in the boardroom - developing 
appropriate structures and remuneration. The paper iden- 
tified the foundation stones of Board excellence, compared 
relevant Board data on remuneration and time commit- 
ment and look at actions that could be taken to improve 
board performance. 

Jim Murray and John Evers (Ernst and Young) spoke 
about managing growth and innovation: they outlined the 
stages of small business growth, a program for managed 
growth industry-wide, a survey of lea ding entrepreneurial 
practices and sharing knowledge and experience in work- 
ing on industry wide issues. 



Continued p 6 



Doug Robertson (Freehill Hollingdale & Page) dealt with the legal duties of Australian agribusi- 
ness co-operative directors in the current corporate governance environment. His presentation 
addressed issues such as: what is corporate governance and how it applies to co-operative di- 
rectors, how environments principally shape directors’ duties in co-operative corporate govern- 
ance, the specific laws that apply to boards and co-operative directors, statutory duties and dif- 
ferent co-operative board roles and relevant corporate governance issues. 

Philip Streten (Rabobank) spoke on co-operatives and capital: the hank itself and its interest in 
co-operative structures and their future, strategy and capital, co-operative structures, member 
control, cost of capital, capital strategy, co-operative performance measures, co-operative and 
lowest cost, co-operatives and the capital markets and Bonlac Foods Limited unsecured notes. 

Bill Corbett (Strategic Horizons) and Elizabeth Corbett (Brookcor Consulting) concentrated on 
negotiation and conflict management: responses to conflict, what teams need to function well, 
negotiation styles, creating the right climate, planning issues, negotiation skills, why negotia- 
tions fail, a checklist for negotiating, steps in the negotiation process and negotiation tactics. 


Is your co-operative 
complying with the 
Co-operatives Act 1996? 

The Victorian Co-operatives Act 1996 came 
into operation in October 1997. 

To ensure compliance co-operatives need a 
copy of the Act and the Regulations and, in 
fact, the Act provides that a copy of the Act 
and the Regulations must be kept at the co- 
op’s registered office for inspection by the 
members. 

The Act and Regulations can be purchased 
from Information Victoria at 356 Collins 
Street, Melbourne Telephone 1300 366 356: 

• Co-operatives Act 1996 

• Co-operatives Regulations 1997 

Co-operatives must amend their rules to 
bring them into line with the Act by 30 Sep- 
tember 1999 and evidence to date suggests 
that very few have done so. The easiest way 
to comply is to use the Model Rules which are 
available from the Federation for members or 
otherwise from the Office of Fair Trading and 
Business Affairs and use these as 
the basis for new rules to suit 
your co-operative’s require- 
ments within the provisions of 
the Act. 


Le^ station Information 
Sheets 

With the support of the Victorian Govern- 
ment, the Co-operative Federation of Victoria 
Ltd has developed a series of information 
sheets on the Co-operatives Act 1996. 

The preparation of the information sheets 
was co-ordinated by Federation consultant 
Tony Gill. 

The following information sheets are avail - 
able: 

• Active membership 

• Becoming a member 

• Body corporate members 

• Death of a member 

• Directors duties and liabilities 

• Holding a postal ballot on requisition 

• Issuing bonus shares (trading co-ops only) 

• Manner of conducting postal ballots. 

• New categories of co-operatives. 

• Notices. 

• Registration as foreign co-operatives. 

• Rule changing procedures. 

• Special postal ballots. 

• Special resolutions. 

• Untraceable members. 

The sheets are available free of 
charge to members of the Fed- 
eration and for a charge of $10 
or $20 each for non -members. 



The Federation, through Tony 
Gill ‘s consultancy can provide 
assistance. 
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REGISTRATION FEESWAIVED 


The Government has decided to waive registration fees 
for co-operatives changing their rules under the Co- 
operatives Act 1996. 

The decision follows a proposal made to the Office of 
Fair Trading and Business Affairs by Federation mem- 
ber, Co-operative Energy Ltd. 

On 31 August 1997 Co-operative Energy Ltd 
wrote to the Office suggesting that fees not be 
charged for rule changes during the transi- 
tion period provided by the new Co- 
operatives Act 1996. 

On 13 October 1997 the Director of the Office 
of Fair Trading and Business Affairs, Berna- 



dette Steele, replied stating that the suggestion “has 
been considered but has not been endorsed in the 
Regulations due to standard Government policies of 
fees for services and cost recovery. The fees, however, 
have been kept to the absolute minimum, in this case 
$10 per rule to a maximum of $100, and a power to 
waive fees in the case of charitable bodies has been 
included in regulation 67.“ 


Subsequently, the Office decided to review 
its position and waive fees during the tran- 
sitional period to facilitate the adoption 
of new rules. In the meantime, Co- 
operative Energy Ltd had paid $100 for 
registering its new rules but has been ad- 
vised that this will be refunded. 


NEW FEDERATION MEMBERS 


The following co-operatives have recently been admit- 
ted to membership of the Federation: 

• Northern Herd Development Co-operative Ltd The 
co-operative was established in 1973. It has more 
than 800 members, 27 full-time and up to 15 part- 
time staff. Annual turnover is between $4.5-5 mil- 
lion. The co-operative provides herd testing and 
research, artificial insemination and semen sales, 
on-farm computing and a milk division that in- 
stalls and maintains dairies and dairy equipment. 

• Swinburne Bookshop Co-operative Ltd. The co- 
operative was established in 1977 and sells new 
and secondhand books, stationary, software, calcu- 
lators and gifts. There are 44,000 members and 19 
employees. Annual turnover is $4 million. 

• Lakes Entrance Fishermen’s Co-operative Society 
Limited. The co-operative was incorporated on 21 
August 1964. It is the largest (fleet and through- 
put) fishing co-operative in Australia handling 
about 9 million kilos of fish per year with an ap- 
proximate wharf value of $30-40 million, supply- 
ing approx 35-40% of all the fresh fish to the Mel- 


bourne Wholesale Fish Market and 20% to the 
Sydney Fish Market. The co-operative has 80 
members and employs 20 permanent and an aver- 
age of 40-50 casual staff. 

• St Albans Community Centre Co-operative Ltd. 
The co-operative was established in 1974. It owns 
two buildings in St. Albans which are respectively 
occupied by the Migrant Resource Centre and the 
Horizons Mental Health and Disability Resource 
Centre. The co-operative is a facilitator for other 
groups in the community - founding the St. Al- 
bans Community Health Centre, an Adult Migrant 
English Centre and a Migrant Resource Centre. 
The co-operative has about 140 shareholder mem- 
bers. 

• The Mirboo North Newspaper Co-operative Ltd 
was formed in 1997 with the closure of the Mirboo 
North Times after 108 years of publication. On 16 
July 1997, the new look com munity -owned Mirboo 
North Times recommenced publication. Forty vol- 
unteers are responsible for the production of the 
weekly newspaper. 


Co-operative Booklets 


Six co-operative booklets have been published and are 
available from the Co-operative Federation 
of Victoria Ltd. 

One copy of each booklet is available free to 
members on request and at cost plus post- 
age for additional copies. 

Titles and prices for non -members and ad- 
ditional copies for members follows: 



Privatisation of Co-operatives $1 
School Co-operatives $1 

Shared Services Co-operatives for Community Agencies 

50c 

Social Care Co-operatives $1 
The Co-operative Model $1 


Co-operatives and Public Policy $1 


Postage is $1.10 for 1 - 6 copies of the booklets 





Editorial Notes 


Government 

Grant 

The Federation is pleased to ai- 
nounce that the Victorian Govern- 
ment re- 
cently made 
a $12,000 
grant to the 
Federation. 



The grant 
will assist 
the develop- 
ment of legis- 
lation semi- 
nars, legislation information 
sheets and co-operative develop- 
ment papers. 


An Editorial Committee has been established to super- 
vise the production of the Victorian Co-operative 
News. The Committee will meet approximately six 
times each year. Members of the Committee are John 
Gill, Libby Stewart and David Griffiths. 

This issue of VCN introduces a new feature: the opin- 
ion page(s). To accommodate these new pages we the 
size of VCN has grown from four to eight pages. We 
hope to stimulate debate cn the co-operative option. 
This issue presents the opinions of: 

• John Gill on whether success leads to corporatisa- 
tion 

• David Griffiths on whether Australia’s competition 
policy is anti-competitive. 

Responses to these opinions and your own opinions on 
co-operative issues would be welcome. 


The Victorian Government’s con- We hope you like the changes we are making to the 
tinuing support is appreciated. Victorian Co-operative News. 


Electricity consumers in the USA prefer co-operative over inves- 
tor-owned utilities - reports a July 1998 survey of 1017 electricity 
consumers throughout the USA conducted by The Preston Group 
based in Lexington, Kentucky. The survey used a l-to-7 scale of 
satisfaction - asking consumers to rate their electric utility. Fifty 
per cent of electric co-op consumers gave their co-ops a 7 rating 
compared with the 7 rating figures of 47.1% for municipal utilities and 39.4% for investor- 
owned utilities given by their consumers. Source: Electric Co-op Today, Vol 4 No 30, 21 Au- 
gust 1998 

There is increasing support for the establishment of a multi-million 
pound trust fund in the UK to promote the co-operative sector be- 
yond the year 2000. The scheme had its origins in the “one per cent 
policy” announced by the Oxford, Swindon and Gloucester Society 
at the UK Co-operative Congress this year. The co-operative is do- 
nating one per cent of its surplus for co-operative promotion and de- 
velopment. The idea now is that all UK co-operatives should donate 
one per cent of their surplus to a fund - with a target of raising ten 
million pounds. In France building co -operatives contribute 3% of profits to a fund for mak- 
ing loans to new co-ops. Co-operatives in Italy pay 3% of profits to support co-operatives. 
Source: The Co-operative News, 4 August 1998 

Co-operatives and Tax Reform 

The Commonwealth Treasurer, Mr. Peter Costello, has announced the mechanism for a na- 
tional consultation on business tax reform 

Mr. John Ralph has been appointed to conduct the consultation. He has been asked to re- 
port by 31 March 1999. The terms of reference specifically refer to co-operatives. Copies of 
the Treasurer’s Press release on and terms of reference for the Business Income Tax Consul- 
tation are available from the Registered Office of the Federation. Alternatively, the docu- 
mentation can be downloaded from the tax reform website: http://www.taxreform.gov.au 
The web site includes all the taxation reform documents released by the federal govern- 
ment. The government is also posting news releases and transcripts of radio and television 
interviews on the web site. 
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